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righlights or Activities 


Over the last few years, royalty rates have changed so often that year by year comparisons of 
net production and reserves have been made difficult. Therefore, in this report, the policy of 
reporting gross barrels for comparative purposes has been adopted. Please refer to the section 


on “Reserves” for more detail. 


1974 

Production (before royalties) 

GICssrOlit-DallelS) peat epee eee rg, oe eee eee 168,700* 

GLOSStGaSaINAMCl) nar te ener a mene cere, ene 1,187,500 
*Reflects sale of Saskatchewan oil reserves. 
Reserves (Proven and Probable) 

(before royalties) 

GrossiOileliniDarrelS) sewer ee Re ol ct eee 1,381,000* 

GrossSec ase (MoM Ch.) apy secre ers esis Wes bales oo sg aertmeee 174,499,000 
*Reflects sale of Saskatchewan oil reserves. 
Net Land Holdings (excluding carried interests) 

(in acres) 

ELCOnOlpitlOS serae Aten petra tina. + dike ee 154,673 

PrceNiGsteases:and PermitSzetee... osc 4 hae 883,999 

MinerakGlaimsrzand PermitSis.) Ages. sec nos Reece 6,600 
Financial 

Gross Revenue before Crown Royalties and 

MineraliIncomes|.axeS wrwen. che 4.0. 6 ose ce ee $1,139,500 
CashiElow tems. pein ec crores oni Mebeeerne st <2 Se $ 50,191 
SiTareSs@UISLAN GINGA: fs 50502 ae Carers we tats ma eee 4,204,274 


NV ORK INORG aD Ita era oa patna cg a earns 3. $ 653,699 


1973 


191,426 
661,200 


3,100,000 
166,748,000 


277,285 
832,243 
6,600 


$ 738,400 
$ 220,644 

4,191,119 
$ 514,553 


To Our Shareholders i? 


For our Company, the past year was one of 
shut-in gas development and continued 
diversification of exploratory exposure. The 
former proceeded more quickly than 
anticipated at the start of the year and the 
latter, less quickly. A continued negative 
attitude towards our industry by Canadian 
governments, expressed by higher royalties 
and taxes, caused us to accelerate our U.S. 
exploration program while slow construction 
delayed completion of the most recent phase 
of Canadian gas development until after the 
year-end. 


Despite the negative factors affecting the 
industry, our Company continued to grow in 
1974. An examination of the charts in this 
report illustrates how our Company has 
changed since it started active exploration in 
1969. Using 1968 as a base, the book value 
of our assets has enlarged by 30 times, from 
under $900,000 to $26 million. This increase 
in total funds invested is only starting to be 
reflected in revenues. However, since 1968 
these have shown a threefold gain from 
$300,000 to over $1,000,000. Future gains 
are expected to be substantial as more of our 
shut-in gas is put on stream and prices rise. 
-The increase in reserves of oil and equivalent 
gas, from under 700,000 barrels in 1968 to 
over 13 million barrels in 1974, gives an 
indication of the potential for revenue growth. 
By the end of 1974 the reserves per share 
outstanding were over three barrels of oil and 
equivalent gas. These charts also illustrate 
the shift in land holdings from Canada to 
international areas, the increase in capital 
expenditures and the burden of royalties, all 
of which have occurred over the past six 
years. 


With assured growth in cash flow, well 
established foreign diversification and 
indications of a return to a more rational and 
sensible government-industry relationship in 
Canada, it is felt that — barring a major 
depression — our Company has established 


a good foundation for the future. It is 
expected that growth in assets in the future 
will be at least as dramatic as that which has 
taken place since 1968. 


A company can be more successful than 
average, only if it is able to attract employees 
of superior calibre. Canada Northwest Land 
Limited is fortunate to have such employees 
and itis they who make our Company much 
stronger than the factual evidence of the 
balance sheet and profit and loss statement. 
Their qualities, as well as their hard work over 
the past year, are much appreciated. 


UT asnmlll 


H. G. Gammell, 
President. 


EXPLORATION 
AND DEVELOPMENT: 


INTERNATIONAL 


United Kingdom, North Sea: 

The North Sea continued to be the hottest 
exploration play in the world in 1974 with 
several large discoveries or field extensions. 
In U.K. waters, the Ninian oil field (offsetting 
Block 3/7 in which our Company has a 20% 
interest) was discovered by the British 
Petroleum Ltd. group in January. The field 
was enlarged during the year by three step- 
out wells drilled by the Burmah group and 
two by the BP group. At the time of writing, the 
BP group’s third hole on Block 3/8, located 
less than a mile from the east boundary of 
Block 3/7, was drilling on what appears to be 
a separate feature south of the Ninian field. 


In February 1975 the U.K. government 
announced a new scheme of tax measures 
for hydrocarbons which, while allowing fora 
high level of taxes on any extraordinary gains 
in profits, do provide incentive for the 
industry to invest in development. More 
important than the actual measures 
themselves, are the indications that in that 
country, hydrocarbon development 

could proceed in an atmosphere of co- 
operation rather than confrontation, between 
industry and government. 


Our group’s drilling plans on Block 3/7 have 
not been completed and final decisions as to 
time and location depend on the availability 
of rigs and equipment and the results of 
nearby drilling. 


Review of Operations 1974 


Spain: 

Geophysical surveys conducted in 1974 on 
five (50% owned) permits acquired in 1973 
off the East Coast of Spain, showed the 
presence of several large structures. Drilling 
rigs are in short supply in the Mediterranean, 
however, it is hoped that drilling on these 
permits will commence before the end of 
1975. 


During 1974 Shell completed a fourth hole in 
the Tarraco field, four miles west of the 
boundary of our block. Two of these holes are 
classed as suspended oil wells and an 
exploitation permit has been taken out 
covering the field. 


Other European Activities: 

Geophysical surveys also were conducted on 
most of the Sicily offshore permits during 
1974. Plans are being formulated for further 
activity on some of these permits. Exploration 
continued on Tunisian concessions farmed 
out in 1973. Applications for exploration 
permits covering offshore waters in several 
other Mediterranean areas are still pending. 
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UNITED STATES 


Our Company’s activity has been stepped up 
in the United States because of economics 
better than in Canada. In the United States, 
the industry is encouraged to explore by 
lower royalties, higher prices for gas and oil 
and tax structures which encourage new 
investment. While there are signs that taxes 
may increase and prices stabilize, the 
country is likely to continue to encourage 
exploration because of its desperate need to 
regain energy self-sufficiency. 


Our oil and gas exploration program, initiated 
in 1969, is concentrated in the States of © 
Montana, North Dakota and Oklahoma. An 
office was established in 1974 in Denver to 
more efficiently handle operations there. It is 
hoped that at least 10 holes will be drilled in 
the U.S. before the end of 1975. During 1974, 
four holes were drilled in Montana and onein 
Oklahoma. A two zone, 10% owned gas well 
was completed in Liberty County, Montana 
and was followed early in 1975 by a step-out, 
three zone gas well. 

Applications were made during the year for 
geothermal leases in four States. The 
Company’s interest is 8%. 


Canada Northwest Land! Linnited! /7 


EXPLORATORY ACREAGE 


PETROLEUM & NATURAL GAS WORKING INTERESTS 


(Net Acres) 


1974 1973 
Gross Net Gross Net 
Canada 
Alberta: 
Freehold titles, leases, 
permits & licences.......... 393,843 191,624 380,543 183,274 
Saskatchewan: 
Freehold titles & leases..... 116,021 111,748 226,028 221,131 
Manitoba: 
Freehold titles & leases..... 18,028 18,028 33,899 33,899 
Arctic Island and 
East Coast 
Offshore permits.............. 1,420,218 500,820 1,420,218 500,820 
U.S.A. 
OHTUCKY hg cuit ot ic atiaite. 5 15,130 6,809 _ — 
Gly Ei Sy 2a: i ee ed ea 63,540 24,821 14,519 3,342 
Sheinliwi elds ee ae on 18,783 14,352 — _ 
SOE VIGTIE ae Oy eee eer 7,822 3,408 - _ a 
105,275 49,390 14,519 3,342 
Foreign 
United Kingdom — North Sea . 50,025 10,005 50,025 10,005 
TESTS Ui GS Oe en or 3,526,172 35,262 Bioeon re 35,262 
HEIGL 3 eS GR SRE aa 202,607 37,610 202,807 37,610 
SHUI eke A oo vised e's gece 168,370 84,185 168,370 84,185 
3,947,374 167,062 3,947,374 167,062 
Total P. & N.G. Working 
[UES A 6,000,759 1,038,672 6,002,581 1,109,528 
1974 1973 
CARRIED INTERESTS (GROSS ACRES) 
AUTIINSGANADA. .c2 eee eee 510,121 SLO 
1974 1973 
Gross Net Gross Net 
MINERAL WORKING INTERESTS 
Alberta coal leases ............. 13,200 6,600 13,200 6,600 


NOTE: Our Company's 414% interest in the lands of Panarctic Oils Ltd. is not reflected in these tables. 


ELL ETE SN a 


Canaca 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1974 AND 1973 


ASSETS 


CURRENT: 


Cash and:short term depositS 2.2). - 24.4.0 eee 
Accounts receivableis foe 12 aa ee 
Drilling supplies —at'cost®. 1.050 sense eee 


INVESTMENTS — at cost 


Panarctic/ Oils: hide, ven eo ee ee ee eee 


Rio Alto Exploration Ltd. (market value 


$94,500;:4973:- $145,000) 7. ohana eee ee 


North Sea Petroleums Limited, a corporate 


joint venture neas Peer ike a ee er 


PROPERTY AND EQUIPMENT: 
Oil and gas properties — at cost less accumulated 


depletion of $938,430 (1973 - $796,462)........... 


Production and other equipment — at cost less 
accumulated depreciation of $204,757 (19738 - 


$155,983) vg 2i8 Sip a eis nae che eee te Pe nee ee 


\ 


OTHER: 


Unamortized debt discount and financing costs....... 
Long term receivables and deposits.................. 


Nortiawest Lane Limite! 


1974 


1973 


$ 2,091,368 


$ 1,125,818 


1,032,137 705,874 
22,010 52,416 
3,145,515 1,884,108 
15,583,976 15,176,007 
122,250 47,250 
132,020 99,275 
15,838,246 15,322,532 
5,583,896 5,535,820 
1,788,010 663,342 
7,371,906 6,199,162 
278,297 520,029 
309,316 258,874 
587,613 778,903 
$26,943,280 $24,184,705 


LIABILITIES 


1974 1973 
CURRENT: 
Ea MMOAlTINOLO MIME lam. ce hl. of eiscfus fnew wie'y dose et x $ 1,000,000 
Accounts payable and accrued charges............... 520,432 976,401 
Long term debt due within one year (Note 1)........... 971,484 393,154 
2,491,916 1,369,555 
BONGeERM DEBT ANOtE 1) o...8. 2628 eon ede ee tae vale 8,803,123 6,810,267 
SHAREHOLDERS’ EQUITY: 
gy Net UN CIEL 2 i IS Ce ee a a ee 15,285,208 15)2.16,300 
Bet ame CRE AINIIOS Meret fais), src es de ee Gaba erences bane 363,033 786,528 
15,648,241 16,004,883 
On behalf of the Board: 
MW T¢amntlhl Director. 
[f , y ___ Director. 
if $26,943,280 $24,184,705 


See accompanying summary of accounting policies and notes to financial statements. 
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CONSOLIDATED STATEMENT OF INCOME 
YEARS ENDED DECEMBER 31, 1974 AND 1973 


1974 


1973 


Revenue: 
Oil and gas sales (after royalties and mineral 
income taxes of $239,306; 1973 - $37,443) ......... 
Royalty:in Come ofc. e 5.2 aac cee eae ee oe ee 
Interest and: other incomes. 2). ....50 7 see 2 ete 


stihse 


‘476,244 


$249,072 


oe ede 


Deduct: 
Operating expenSen eine cia iiy cae rials atekaveiels eave mete 187,751 
General and administrative expense................... 307,011 
Interest on long term debt (Note 1) .................... 251,239 
Mineral taxes occ alata tin eis le oa ne eee eee ene 104,008 
850,009 
Cash income from operations ...................0000 eee 50,191 

Deduct: 
Depletion: c2-. aire Rind ea pid a ahe iene Sen ee ne 142,341 
Depreciation hayes Sk Pe Ens rue sie seen Oe et ene a 49,868 

Amortization of debt discount and 

financing ‘costs nad qarcS eee tee ee 243,977 
Deferred interest on Series B Debentures (Note 1)..... 37,500 
473,686 


Net loss for the ‘year v0.4.2 Se pee ke ee ee 


480,336 
220,644 


116,680 
24,756 


74,457 
37,500 


253,393 


f 3 
[$423,495 q 32/7 49 


Net loss: per-share: 5-4cics nics Me eR eee te (10¢) 


(1¢) 


See accompanying summary of accounting policies and notes to financial statements. 
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SLE I ESE TER NEE ERY SS SI SE SE NTS EI TIPS DSN TR Ge a 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
YEARS ENDED DECEMBER 31, 1974 AND 1973 


1974 1973 
Balance-al beginning of year:.......0.0...0.0ecece scene $786,528 $819,277 
Drea mOminO VOAN ae oo. co u.ha Who ale wk a's Ciednte Sov vw ces 423,495 32,749 
Balancerar end Of VOAn.: coo. bee bth be ck be bee gavaear, $363,033 $786,528 
CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
YEARS ENDED DECEMBER 31, 1974 AND 1973 
1974 1973 
Sources of working capital 
MNEE RM TCG Me hale pc cass Wintel ow bd jnlele & a'bd dae $ 50,191 $ 220,644 
Proceeds on sale of oil and gas 
properties and equipmient....................0 00 eae 1,811,872 959,071 
_ Issue of long term debt 
Seda ODA oe ys GG MeN Sa ee 2,877,940 1,303,661 
5% - 72% convertible debentures ................... 4,500,000 
PSSME MPC OMMINOMISNALCS s « ris. cde. clic does swe ewele cease 66,852 2,097,274 
4,806,855 9,080,650 
Disposition of working capital 
Expenditures on oil and gas properties 
and equipment: 
PMN OranGrexPlOratiONn <2). ac een ce ee ee we 1,111,822 1,204,535 
Acquisition costs and rentals...................... 745,629 321,323 
Production and other equipment................... 1,321,618 435,930 
BOcUCHOLOL ONG tenMGeDL, oo... 5 ccs eee ee ee eee 922,584 4,028,154 
fivesinentin panarctic Oils Ltd. .) 1.0... ew eee eles 407,969 900,627 
Investment in Rio Alto Exploration Ltd.................. 75,000 47,250 
Increase in long term receivables and 
ose UR. ne i RR eee eee 50,442 190,157 
Investment in North Sea Petroleum Limited............ 32,745 99,275 
Bepwormcountandtinancing CostS..........0..00.8.05. 496,530 
Acquisition of shares of subsidiary company........... 1,268,031 
4,667,809 8,991,812 
POSS MMEWOTKING CADILGL G2. i. dele pee ee ecw ge tence $ 139,046 $ 88,838 


See accompanying summary of accounting policies and notes to financial statements. 
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SUMMARY OF ACCOUNTING POLICIES 


Basis of consolidation 


The consolidated financial statements include the accounts of the Company and all its 
subsidiaries. 


Oil and gas properties 

The companies follow the full cost method of accounting whereby all costs associated with 
the exploration for and development of oil and gas reserves are capitalized and depleted on the 
composite unit-of-production method based on estimated proven reserves of oil and gas. The 
costs which are capitalized include land acquisition costs, geological and geophysical ex- 
pense, carrying charges of non-producing property, costs of drilling both productive and non- 
productive wells and overhead expenses relating to exploration activites. 


Oil and gas equipment 
Oil and gas equipment costs are also depreciated on the unit-of-production basis. 


investments 


The Company has a 33% interest in a corporate joint venture, North Sea Petroleums 
Limited, which is engaged in the exploration for and development of petroleum resources in the 
United Kingdom. The properties held by the corporate joint venture are still in an exploratory 
stage and accordingly the Company’s investment is carried at cost which represents its equity 
in the undeveloped properties. 


Unamortized debt discount and financing costs 


Financing costs are being charged to income on a straight-line basis over the life of the rel- 
ated debt while the debt discount relating to the Convertible Subordinated Debentures is being 
charged to income over the two year interest free period to September 15, 1975 (see Note 1). 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1974 


1. Long term debt 


1974 1973 
72% Convertible Subordinated Debentures 
Series B (including deferred interest 
of $182,030;.1973)- $144,580). $ 682,030 $ 644,530 
5% - 72% Convertible Subordinated Debenture...... 4,500,000 4,500,000 
Bank loans repayable in monthly 
instalments of $34,000 to April 1, 1975 
and $72,700: thereafter ace. noe eee 4,360,501 1,793,661 
Non-interest bearing notes due 
$33,154 annually i... a2. 5 pee eee 232,076 265,230 
9,774,607 7,203,421 
Less amounts due within one year .................. 971,484 393,154 


$8,803,123 $6,810,267 


The 7'2% Convertible Debentures, Series B, are due February 23, 1985, are convertible 
into common shares of the Company at $4.11 per share to February 23, 1977 and $7.87 
per share to February 23, 1982 and are redeemable at the option of the Company at 105.5 
commencing in 1975 and thereafter at prices varying to par in 1985. The Trust Indenture 
contains restrictions concerning, among other things, the incurring of additional debt and 
the payment of dividends. Under the terms of the Series B Debentures, the payment of in- 
terest thereon has been deferred until February 23, 1975. 


The $4,500,000 5% - 712% Convertible Subordinated Debenture is due on September 
15, 1993, is convertible into common shares at $9.50 per share to September 15, 1983 and 
is redeemable at the option of the Company prior to September 15, 1983 at par, and there- 
after at prices varying from 107.5 to par in 1993. Interest on the Debenture becomes 
payable commencing September 15, 1975, at 5% per annum to September 14, 1983 and 
thereafter at 7'/2% per annum. The Trust Indenture provides for annual sinking fund pay- 
ments in the amount of $450,000 commencing September 15, 1983. 


The Debentures are secured by floating charges on all of the Company’s undertaking, 
property and assets, both present and future. 


The long term bank loans are secured by certain oil and gas properties and bear in- 
terest at % of 1% in excess of the prevailing prime bank interest rate which was 11% at 
December 31, 1974., 


The current bank loan of $1,000,000 was incurred to finance the partners’ share of 
development of the Hilda gas unit and has been reduced to $200,000 since the year end. 


Interest of $62,904 incurred on the portion of the long term bank loan used for the 
companies’ share of development of the above project has been capitalized in the accom- 
panying financial statements. 


The annual requirement for repayment of currently outstanding long term debt is 
$971,000 for 1975 and $956,000 for each of the years 1976 - 1979. 


Capital 
1974 1973 


Authorized: 
3,000,000 2% non-cumulative redeemable 
preferred shares of a par value of $1 
6,000,000 common shares of no par value 
Issued: 
4,204,274 common shares net of 69,850 
shares held by Red Deer Minerals 
BI 9 1.0151 19) eee eee es $15,285,208 S521 G00 


During the year the Company issued 13,155 common shares on the exercise of stock 
options and under the stock purchase plan for a total cash consideration of $66,852. 
647,114 shares of the Company’s common stock were reserved at December 31,1974 
as follows: 
18,075 shares tor options granted to officers exercisable at rates varying from 
$1.55 per share to $6.95 per share and expiring on various dates to December 31, 1978. 


33,700 shares for options granted to employees exercisable at rates varying from 
$1.55 per share to $7.20 per share and expiring on various dates to December 31, 1978. 


121,655 shares for the conversion of the 712% Convertible Subordinated Debenture, 
Series B. 


473,684 shares for the conversion of the 5% - 712% Convertible Subordinated De- 
benture. 


The Company has a Stock Purchase Plan under which common shares are approved 
for purchase and immediate resale by a Trustee to key employees at the average sale price 
of the Company’s shares on the date of the transaction. During the year 9,155 shares were 
sold to the Trustee and resold to employees and officers under the Plan for $6.63 per 
share. The balance of the purchase price still receivable at December 31, 1974 amounted 
to $216,253 which amount is included in the long term receivables and deposits. 


3. Income taxes 


At December 31, 1974, for Canadian income tax purposes, the companies had drilling 
exploration and property acquisition costs of approximately $8,100,000 and capital cost 
allowances of approximately $1,600,000 available to be carried forward and applied 
against future income. 


The Company’s United States subsidiary has net operating losses of approximately 
$241,000 available to reduce taxable income of the subsidiary in future years. These 
losses expire as follows: 1976 - $14,000; 1977 - $3,000; 1978 - $224,000. 


4. Remuneration of directors and officers 


During the year ended December 31, 1974 the aggregate remuneration of the ten 
directors in their capacity as directors was $3,875 ($1973 - $5,900) and the remuneration 
of the five officers in their capacity as officers was $126,000 (1973 - $93,800). Four of the 
officers are also directors. 


5. Commitments 


The Company has issued non interest bearing demand notes and letters of credit to 
the Government of Canada and others as security for the performance of work obligations 
by the Company in respect of normal exploration activity. At December 31, 1974, the ag- 
gregaie of such obligations amounted to approximately $456,000. 


AUDITORS’ REPORT 
To the Shareholders of Canada Northwest Land Limited. 

We have examined the consolidated balance sheet of Canada Northwest Land Limited and 
its subsidiaries as at December 31, 1974 and the consolidated statements of income, retained 
earnings and changes in financial position for the year then ended. Our examination included a 
general review of the accounting procedures and such tests of accounting records and other 
Supporting evidence as we considered necessary in the circumstances. 

In our opinion these consolidated financial statements present fairly the financial position 
of the companies as at December 31, 1974 and the results of their operations and the changes 
in their financial position for the year then ended, in accordance with generally accepted ac- 
counting principles applied on a basis consistent with that of the preceding year. 


Calgary, Canada CLARKSON, GORDON & CO. 
February 21, 1975. Chartered Accountants 


CAMROSE AREA — ALBERTA 


eo 18.75% Canada Northwest Land 
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Petcd 50% Canada Northwest Land 
roe 25% Canada Northwest Land 
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CANADA 


In 1974 our Company participated in 53 
holes in Canada, either directly or through 
land contributions. Of these, 36 were 
development holes and resulted in 35 
producers and 17 were wildcats (mostly 
farmed out), resulting in nine producers. 
Estimates of gross new reserves added by 
this drilling are 8.9 Bcf. of gas and 529,000 
barrels of oil. 


At Sunnynook three holes were drilled on 
12,000 acres, resulting in two gas and oil 
wells. Our Company’s average interest is 
33%. Four holes were drilled at Turin on 7,200 
acres, 55% owned, resulting in three gas 
wells and one oil well. At Camrose ona 
10,000 acre spread, 20% owned, two gas 
wells and one oil well were drilled. 


Hilda Area — Medicine Hat Field: 


In January 1974, 20% of our Hilda gas 
reserves in the western part of the block went 
on stream. After long construction delays, 
another 60% of the reserves went on stream 
in January 1975 from the central part of the 
block. Infill drilling is proposed for 1975 and 
1976. 

The gas is being sold to TransCanada 
PipeLines Limited for approximately 66¢ an 
Mcf. Price redetermination takes place each 
year and isin progress at this time. 


Our Company holds additional undeveloped 
gas lands north of present production which 
are estimated to contain another 20% of the 
reserves in the area. 
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Other Gas Areas: 


Gross reserves in the Tweedie and Westlock 
areas of central Alberta total 45.8 Bcf. and 
could be on stream by early 1976, assuming 
the negotiation of suitable gas purchase 
contracts. During the year, two new gas wells 
were drilled at Tweedie and additional drilling 
is planned for both Tweedie and Westlock in 
1975. 

Other gas reserves at Neptune, Turin and 
Camrose could be placed on stream during 
1975, after further development. Gross gas 
reserves in these areas total 5.7 Bcf. 


Saskatchewan: 


Early in 1974 the Saskatchewan government 
imposed confiscatory royalties and mineral 
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taxes on production in the Province. In 
addition, the Federal government’s export 
taxes resulted in Saskatchewan crude being 
priced out of the U.S. market and cut-backs in 
production have occurred. Management 
decided — reluctantly due to our Company’s 
90 years of activity in Saskatchewan — to 
dispose of most of its assets in the Province. 
The oil reserves were sold for $1.8 million 
and approximately 107,000 acres of freehold 
titles were disposed of. 


In hopes that conditions for explorers will 
eventually improve, 110,000 acres of land, 
and some production, were retained to form 
the basis of future programs. 


A composite view of the Hilda- 
Medicine Hat, Unit No. 2 gas 
processing and compressor 
plant which went on stream in 
January, 1975. 
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RESERVES: 


In 1974 our exploration and development 
programs were successful in adding 8.9 Bcf. 
of gas and 529,000 barrels of oil to reserves, 
more than sufficient to offset production 
during the year. Despite this satisfying 
performance, the gains were more than wiped 
out by increases in royalties, as is illustrated 
in the following table. Gas reserved for 
royalties as a percentage of gross reserves 
increased by 165%, while oil reserved for 
royalties increased by 93%. 


Gross Net 
Gas Reserves end of 
1OVS UMIMGD) scoccsococcoce 166,748 147,671 
Less 1974 Production...... 1,188 950 
Plus 1974 Additions........ 8,939 
Gas Reserves end of 1974... 174,499 114,199 
Oil Reserves end of 
TOmSu(banrelS) meres 3,100,000 2,806,000 
Less 1974 Production...... 168,700 112,300 
Less reserves sales........ 2,079,300 
Plus 1974 Additions........ 529,000 
Oil Reserves end of 1974..... 1,381,000 1,128,000 


Shareholders will note with distress the rapid 
increase in government royalties and taxes 
imposed, at the source, on reserves in the 
ground. 


Despite the shrinkage in net reserves due to 
higher royalties, the value of the reserves 
remaining is much higher now than a year 
ago and is still rising. Gas is still underpriced 
in relation to oil and the Federal government 
has stated that it will do what it can to rectify 
the imbalance. While the impact of higher gas 
prices will be particularly favourable to our 
Company with its emphasis on gas reserves, 
itis to be regretted that the government 
contemplates more interference with the 
discipline of the market place through price 
fixing. 


INVESTMENTS: 


PANARCTIC OILS LTD. 


During 1974 Panarctic (of which our 
Company owns 1,586,000 shares) 
concentrated on extending its gas reserves in 
the Canadian Arctic Islands. Extensions to 
the Hecla and Drake Point gas fields were 
made and the first completed oil well was 
drilled at Bent Horn. The 1975 program will 
be directed to the same objectives in the 
southern part of the Arctic Islands closest to 
proposed pipeline outlets. The pipeline 
consortium, Polar Gas Ltd., plan a continued 
high level of research and line location 
surveys during 1975. 


It is hoped that the Federal government will 
shortly take firm action to encourage 
exploration in this expensive and risky area, 
but until it does, it was decided not to 
continue to contribute to Panarctic’s 
programs. It seems ironic that the Federal 
government which, with 45% of the shares, is 
the main shareholder and largest supporter 
of this project, is also the main source of the 
problems besetting Panarctic and 
exploration in the Arctic. 


RIO ALTO EXPLORATION LTD. 


This (28% owned) company, continued its 
mineral exploratory activities in Canada and 
abroad during 1974. North American Nuclear 
Ltd., which holds 265 claims in the Elliot Lake 
uranium area of Ontario, was purchased for 
shares and cash, adding exposure to uranium 
exploration. Oil wells purchased in 1973 
were reworked during 1974 and provide 
sufficient income to cover administrative 
costs. Working capital at year-end stood at 
over $100,000. 


19 


BOOK VALUES PER SHARE 
2) CASH AND DEPOSITS 
fe “OTHER ASSETS 

(8 LONG TERM DEBT 


DOLLARS 
$7 


$6 


$3 


68 69 70 iA i2 73 74 


REVENUE AND COSTS 
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FINANCIAL: 


Gross revenues from all sources in 1974 rose 
by 55% to $1,139,506 compared with 
$738,423 in 1973. This figure includes 
payments made to Provincial governments on 
account of royalties and mineral income 
taxes. 


These latter costs rose by an unprecedented 
545% to $239,000 in 1974, while gross 
production revenues grew by only 106%. Last 
year, royalty payments comprised 21% of 
gross revenues compared to 5% the year 
before. The fact that a small company such 
as ours has so much of its cash flow eaten up 
by taxes or “economic rents” (83% in 1974) 
before it comes close to reporting profits, 
emphasizes the difficulty we face in 
financing the continued search for energy in 
Canada. The injustice is even more 
pronounced now because these types of 
payments are not allowed as deductions 
against income taxes. 


Higher cash costs due to expanded 
development programs, increased 
borrowings and confiscatory royalties, 
reduced cash flow to $50,000 from $221,000 
in 1973. Without the increased royalty burden 
cash flow would have been close to 
$240,000. Non-cash charges were also 
higher reflecting greater investment in 
facilities not yet producing income and the 
1973 debenture discount write-off, which 
together, resulted in an increase in net loss to 
$423,000. 


The average price received for oil was $5.49 
in 1974 compared with $3.35 in 1973. 


OTHER: 


Subsequent to the year-end, it was decided 
to delist the Company’s shares on the 
Vancouver Stock Exchange due to lack of 
trading. Continuing the corporate 
reorganization program, CNW Oil Limited was 
wound up and its assets transferred to the 
parent company. 


At the Annual Meeting in April 1974, Mr. 


George Ross of Montreal was elected a 
Director of our Company. 


Below is a reprint of an advertisement which appeared in a publication 
entitled “CALGARY, ALBERTA — HER INDUSTRIES & RESOURCES”, 


published in March, 1885: 
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CANADA NORTHWEST LAND LIMITED 
Consolidated Statement of Source 
and Application of Funds 
(Unaudited) 


Source of Funds: 


Cash income from 
operations 

Less: loss on sale of 
investments 


Issue of Common shares 

Bank loans 

Refundable deposits 

Sale of property and 
equipment 


Application of Funds: 


Investment in subsidiary 
Non-interest bearing note 
Investment in Panarctic 
Oils Ltd. 
Investment in North Sea 
Petroleums Ltd. 
Conversion of Series A 
Debentures 
Expenditures on property 
and equipment: 
Drilling and exploration 
Acquisition and rental 
costs 
Production and other 
equipment 
Financing costs 
Employee stock purchase 
plan 


Increase (decrease) in 
working capital 


Working capital as at 
December 31st 


Working capital (deficit) as at 
June 30th 


SIX MONTHS ENDED 
June 30, June 30, 
1974 1973 


S oc GF ConlZe 


12,193 


29,179 90,120 
66,852 1,376,050 
685,400 650,000 
9,465 


10,194 35,528 
$ 787,625 $2,161,163 


$1,298,334 
4,600 4,600 


395,241 400,779 
15,496 


161,000 


504,938 400,041 
281,147 189,896 


456,496 35,409 
48,604 


54,332 
$1,712,250 $2,538,663 


($ 924,625) ($ 377,500) 
581,627 425,715 


($ 342,998) $ 48,215 
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TO OUR SHAREHOLDERS: 


The attached statements of income and source 
and application of funds for the first half of 1974 
show the initial effects of a major program of gas 
development now taking place in the Hilda area of 
Medicine Hat in southeastern Alberta. When 
completed later in the year, these facilities will 
generate substantial cash flows but at the mo- 
ment, they are a heavy load on management, 
current revenues, working capital and lines of 
credit. For the first half, gross revenue at 
$424,000 was 43% above last year’s level. This 
reflects higher prices as well as increases in gas 
and oil production. As a result of inflation, the gas 
development program and an active exploration 
program in various parts of the world, cash costs 
were double the same period of last year. The 
major contributors were interest charges on 
funds borrowed for construction, higher ad- 
ministrative costs and Saskatchewan mineral 
taxes. Cash flow declined to $37,372 from last 
year’s level of $90,120, while the net loss after 
non-cash charges increased from $57,000 to 
$216,346. Much of the increase in non-cash 
charges is due to amortization of the discount on 
the 1973 issue of convertible debentures. By 1975 
all of the debenture discount will have been 
written off. 


It is expected that the company’s 1974 gas 
development program at Hilda will be completed 
by early Fall. This has involved participation in the 
drilling of some 55 wells; the construction of two 
compression plants; and the laying of close to 100 
miles of pipe lines. This gas will be sold to 
TransCanada PipeLines Limited, starting at 26¢ 
an Mcf., rising to 60¢ an Mcf. in November this 
year. Prices will be redetermined each year. 
Yearly cash flow to our company of $1.3 million is 
expected to be derived from this project. In 1975 
further development of gas reserves could take 
place, with a consequent increase in cash flow. 


Since the beginning of 1974, including the 
Medicine Hat drilling, our company has been 
involved in 59 wells, of which 56 were producers. 
During the remainder of the year, it is expected 
that at least another 15 holes will be drilled, 


mostly by other companies on farmouts from 
Canada Northwest. 


Your company continues its active foreign 
exploration programs. The U.S. exploration 
program was accelerated with the opening of an 
office in Denver, Colorado. The company now has 
interests in close to 600,000 acres of choice 
exploration acreage in nine states. 


In the North Sea, the second Burmah hole in 
the Ninian field, apparently well down the north 
flank of the structure, was reported to be a good 
oil well. The second BP well, a mile from the edge 
of Block 3/7, in which our company has a 20% 
interest, was still drilling at the time of writing. A 
very detailed seismic survey was completed in 
June by those holding blocks over the Ninian 
structure, including the Block 3/7 group, and 
following interpretation of this survey, we will 
decide where to locate our first hole. Other 
seismic surveys were conducted on offshore 
blocks south of Sicily and east of Spain. 


The Federal election on July 8, 1974, resulted 
in a majority Liberal government being returned 
to office in Canada. It is hoped that this position of 
strength will enable the government to attack the 
many problems besetting the country, with dis- 
patch and common sense. If this occurs, the 
country might be expected to be on the verge ofa 
period of stability and calm in which we can start 
to repair the damage done to our industry by 
poorly conceived, ad hoc government policies and 
attitudes. The Alberta government may have 
made the first positive move by announcing that 
“new” gas (any new production after January 1, 
1974) qualifies for 20% lower royalties. This 
reduction affects all of our company’s gas 
reserves currently being developed. 


H. G. GAMMELL, 
President. 
August 16, 1974. 
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CANADA NORTHWEST LAND LIMITED 


Consolidated Statement of income 
(Unaudited) 


Revenue: 


Oil and gas sales and other 
operating revenue 


Investments 


Deduct: 
Operating expense 


General and administrative 
expense (net of man- 
agement fees) 


Mineral taxes 


Interest 


Cash income from operations: 


Deduct: 
Depletion - depreciation 


Amortization of financing 
charges and debenture 
discount 


Deferred interest 


Loss before extraordinary 
item 


Loss on sale of investments 


Net loss for the six months 


SIX MONTHS ENDED 


June 30, 
1974 


$ 390,863 
33,618 


$ 424,481 


$ 79,465 


164,206 
52,218 
91,220 


$ 387,109 


GS 


= SiS 


125,000 
18,750 


$ 241,525 


$ 204,153 
Suenos 


$ 216,346 


June 30, 
1973 
$ 294,989 
2,507 
$ 297,496 
$ 56,490 
107,150 
15,498 
28,238 
$ 207,376 
$ 90,120 
$ 111,280 
17,624 
18,750 
$ 147,654 
See br. 534 
$ 
Sr eye 


